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The Honorable Danny Werfel
Commissioner

Internal Revenue Service

1111 Constitution Avenue, N.W.
Washington, D.C. 20224

Dear Commissioner Werfel,

As the Internal Revenue Service (IRS) prepares for the 2024 tax filing season, | have concerns
regarding the status of the Employee Retention Tax Credit (ERTC) program and how processing delays
are impacting many of the small businesses in my district.

The ERTC has been a vital initiative for our nation’s small businesses who were harmed by the
COVID-19 pandemic by providing eligible employers with a tax credit for wages they paid to their
employees during the pandemic. Since the establishment of this tax credit program the IRS has
experienced significant issues with the processing of legitimate ERTC claims, many of which were
identified in a letter sent to you by my colleagues, House Ways and Means Committee Chairman Jason
Smith and Oversight Subcommittee Chairman David Schweikert on October 3, 2023.1 | share the
concerns expressed by my colleagues.

On September 14, 2023, the agency announced an immediate moratorium on processing new
claims through at least the end of 2023 amid concerns that a large number of claims were potentially
fraudulent.2 However, the agency stated that claims received before September 14, 2023 would continue
to be processed with a processing goal of 180 days. Despite this statement, | have heard from small
business owners in my district who filed for this credit well in advance of the September cutoff and have
been unable to receive even an update from the IRS on the status of their claim. Many business owners
believe the agency has stopped processing ERTC claims altogether.

Last month, the IRS issued a press release stating that more than 20,000 letters had been sent to
employers notifying them that their ERTC claim was disallowed.®> While I am pleased with the agency’s
focus on identifying potentially fraudulent claims and investigating bad actors, | am concerned that honest
small businesses owners, many of whom have made financial decisions based on the availability of this
tax credit, have been kept in the dark about the status of the ERTC program.

1 Letter from Members of Congress, H. Comm. on Ways and Means, to the Hon. Daniel Werfel, Commissioner, Internal Revenue Service (Oct. 3,
2023), https://waysandmeans.house.gov/wp-content/uploads/2023/10/10.03.2023-ERTC-Follow-Up-Letter.pdf

2 Internal Revenue Service, To protect taxpayers from scams, IRS orders immediate stop to new Employee Retention Credit processing amid
surge of questionable claims; concerns from tax pros (Sept. 14. 2023), https://www.irs.gov/newsroom/to-protect-taxpayers-from-scams-irs-
orders-immediate-stop-to-new-employee-retention-credit-processing-amid-surge-of-questionable-claims-concerns-from-tax-pros

% Internal Revenue Service, IRS expands work on aggressive Employee Retention Credit claims; 20,000 disallowance letters being mailed, more
action and voluntary disclosure program coming (Dec. 6. 2023), https://www.irs.gov/newsroom/irs-expands-work-on-aggressive-employee-
retention-credit-claims-20000-disallowance-letters-being-mailed-more-action-and-voluntary-disclosure-program-coming
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I respectfully request answers to the following questions by January 31, 2024:

1. What steps has the IRS taken during the months-long moratorium to ensure that legitimate ERTC
claims are being processed and paid as quickly as possible?

2. How many claims filed before the September cutoff were processed and paid during the
moratorium?

3. During the time the agency spent identifying ineligible ERTC claims and mailing disallowance
letters to taxpayers, did the agency continue to approve and pay eligible claims? If not, why not?

4. When can businesses who filed an eligible claim before the September cutoff expect to receive
these funds? Has the agency determined a timeline for businesses who filed during the
moratorium or have yet to file a claim?

5. How is the agency working to identify and investigate potentially fraudulent claims that were
made by employers who were scammed by credit promoters? How does the agency plan to hold
bad actors accountable and increase protections for future filers?

6. How is the agency communicating the current processing status to small business owners who
have submitted claims?

7. What action(s) can Congress take to help address these issues in future tax credit programs,
specifically in regard to closing loopholes that allow fraudulent claims to be filed in the first
place, protecting small-business owners from ill-intentioned credit promoters, and ensuring the
timely processing of tax credits like the ERTC?

Thank you for your attention to this matter. | look forward to your response and working together
on behalf of our nation’s hard-working small businesses.

Sincerely,

David G. Valadao
Member of Congress



